Total Economic Warfare 


By Wittram §. CULBERTSON 


ODERN war is fought on three 
major fronts: (1) the front of the 
military, naval, and air conflict; (2) the 
psychological front, which includes mo- 
rale and propaganda; and (3) the eco- 
nomic front, which bulks so large and 
so important in modern war. ‘Total 
war is successful and effective if it in- 
tegrates and makes a unit of these three 
fronts. Let me illustrate what I mean 
by this in two or three ways. 

First, I invite your attention to the 
interrelationship between economic war 
on the one side, and military, naval, and 
air warfare on the other. Behind mili- 
tary, naval, and air warfare stands the 
economic power of a country. Modern 
war is a war of machines. It is a war 
of materials; the men on the home front 
who are producing the material things 
which the army and the navy and the 
air force need are the economic back- 
ground of the effectiveness of the fight- 
ing forces. But in turn these forces 
themselves contribute to the effective- 
ness of economic warfare, because eco- 
nomic warfare in one of its phases con- 
sists of the destruction of the economic 
power and the economic productiveness 
of the enemy—the destruction of indus- 
tries by airplane attack, the sinking of 
tankers, the sinking of ships, or any- 
thing which destroys the war potential 
of the enemy. 

Another illustration of the interrela- 
tionship between the fighting forces on 
the one hand and the economic forces on 
the other is oil. One of the great leaders 
of the last war said that the Allies had 
floated to victory on a sea of oil, and 
oil is again today one of the fundamen- 
tal forces that carry on the military, 
naval, and air struggle. At the same 
time, there is the destruction by the 
fighting forces of the resources of oil, 
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either by the capture of oil fields, or 
by the destruction of supplies of oil 
here and there at important centers. 

The interrelationship between eco- 
nomic factors and the fighting forces 
is illustrated also by that broader sub- 
ject of political and geographic strategy 
which was developed at the Institute of 
Geopolitics in Germany. The way in 
which that institute laid the factual 
foundation for the military and naval 
and air struggle of the Germans gives 
as complete a picture as possible of the 
meaning of total war in the modern 
world. 


DEVELOPMENT OF War POTENTIAL 


The first thing in the development of 
economic warfare is the organization of 
the war potential of a nation; in other 
words, the assembling in an effective 
way for the purpose of war of the raw 
materials of a nation, of its labor sup- 
ply, of the technical skills and abili- 
ties of its people, and of its industry, 
finance, and trade. 

How can we use effectively the total 
income of a nation? The intensity of 
the war effort of a people is measured 
by the percentage of its national income 
which it devotes to war. In the World 
Economic Survey 1939-1941, which is 
published by the League of Nations, we 
find some idea of what income certain 
of the other nations of the world have 
devoted to this war. 

Taking the United Kingdom, for ex- 
ample, the total national income is ap- 
proximately 231% billion dollars. The 
percentage of that which was devoted 
to the war effort in the year 1940-41 
was 43 per cent. The income per capita 
in Great Britain is $488. The war ex- 
penditures per head amounted to $211, 
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leaving $277 for civilian consumption 
per individual in the population. 

Germany had in the same period a 
total national income of 29 billion dol- 
lars. It was using 57 per cent of this 
income in its war effort. The income 
per head in Germany was $364. The 
war expenditure per head was $207, 
leaving $157 for consumption in the 
civilian field. 


Our NATIONAL INCOME 


Consider for a moment what it will 
mean to our Nation if our national in- 
come is used for war purposes to the 
extent to which it is being used in Great 
Britain and Germany. The Secretary 
of Commerce in his Annual Report for 
last year, which has just been published, 
makes the statement that the yield of 
the combined effort of the Nation’s work 
during 1940-41 fiscal period, measured 
in current money values, was close to 
the highest level ever reached. ‘The 
national income, he said, totaled $82,- 
000,000,000 as compared with $73,200,- 
000,000 in the previous year, and $82,- 
400,000,000 in the calendar year 1929. 

Our national income is now around 
100 billion dollars. I will mention two 
or three sources from which it comes: 
manufacturing, 26.8 per cent; govern- 
ment productive facilities, 13.2 per cent; 
trade, 12.8 per cent; the service indus- 
tries, 11.7 per cent; and smaller per- 
centages for the other economic activi- 
ties of the Nation. 

Our national income is practically 
twice the combined national incomes of 
the United Kingdom and Germany. 
Our per capita income is somewhere 
around $1,000. In this connection may 
I repeat my statement that the higher 
the country’s income per head, the 
larger the margin which is available for 
war purposes. We have made a great 
many appropriations of funds for war 
purposes, but the effective use of those 
funds, the conversion of them into tanks 


and planes and ships and other materials 
for war purposes, is the thing that really 
determines the economic effectiveness of 
our war potential. 

The Secretary of Commerce in his 
Report of March 21, 1942, to the Presi- 
dent, made this statement: 


As of March 7, 1942, the Reconstruction 
Finance Corporation and its subsidiaries, 
including the Export-Import Bank had au- 
thorized loans and commitments aggregating 
$11,494,438,962 in connection with the war. 

Under authority granted it June 25, 1940, 
as amended, the RFC has created, and 
owns all of the capital stock of, Rubber 
Reserve Co., Metals Reserve Co., Defense 
Plant Corporation, Defense Supplies Cor- 
poration, and War Insurance Corporation. 
These Companies are all owned, managed, 
and operated by RFC directors and per- 
sonnel, under my supervision. They act 
as service agencies in the war program. 
When the President, the War Production 
Board, the Army, the Navy, the Maritime 
Commission, or the Board of Economic 
Warfare, establishes the need for plant 
facilities, materials, or supplies, for which 
no other provision is made, the RFC, when 
requested to do so, undertakes to provide 
them. In this way it serves those re- 
sponsible for war-production policies. It 
does not make policy. 

The commitments have been made by: 


Defense Plant Corporation $ 4,797,757,903 
Defense Supplies Corpora- 

tion 
Metals Reserve Co. ..... 


1,749,521,213 
2,215,818,000 


Rubber Reserve Co. ..... 875,000,000 
War Insurance Corpora- 

HON, ce idaneaa each 100,000,000 
RFC loans direct ....... 1,259,865 ,964 
Export-Import Bank .... 496,475,882 


11,494,438,962 


These are astronomical figures; they 
indicate what economic war effort is at 
the present time. They are only a part 
of the economic war story. 


Total 


War POTENTIAL IN ACTION 
Thus far we have been considering 
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the organization of the war potential. 
Let us now see how that war potential 
is put into action. Economic warfare 
is the economic potential of the country 
going into action for the purpose of de- 
fense and attack. 


To strengthen friendly nations 


The first expression of economic war- 
fare is the use of economic power for the 
strengthening of the economy and the 
fighting power of friendly nations. The 
first example that comes to mind is 
the lend-lease program. On March 11, 
1942, the President made this state- 
ment: ‘“Lend-lease is now a prime 
mechanism through which the United 
Nations are pooling their entire re- 
sources.” 

Notice the word “pooling.” Lend- 
lease, although it started out as a pro- 
gram for extending economic aid to 
friendly nations and our allies, has now 
begun to develop a movement which is 
called “lend-lease in reverse,’ because 
in many cases our troops abroad and 
our activities in other countries have 
placed us on the receiving end under the 
lend-lease procedure. The President 
continues: 


Under the Lend-Lease Act, we send our 
arms and materials to the places where they 


can best be used in the battle against the. 


Axis. Through reciprocal lend-lease provi- 
sions we receive arms and materials from 
the other United Nations when they can 
best be used by us. 


The total value of lend-lease aid to Feb- 
ruary 28, 1942 was $2,570,452,441, most 
of which came from the $18,410,000,000 
appropriated directly to the President for 
lend-lease. In addition, out of the funds 
appropriated to the War and Navy Depart- 
ments and the Maritime Commission, the 
President is empowered to transfer not to 
exceed a total of $29,596,650,000 for de- 
fense aid, as the need arises. 


We are also extending loans to friend- 
ly countries. This, too, is economic 
warfare. The Export-Import Bank has 
loaned more than $700,000,000 for the 
purpose of developing certain industries, 
like the steel mill in Brazil, for the pur- 
pose of stabilizing currencies, for the 
purpose of protecting the economies of 
friendly states. 


To destroy enemy war potential 


The second form in which economic 
warfare expresses itself is by limiting 
and destroying the enemies’ war poten- 
tials. I will mention a few of the ways 
in which this is accomplished. The first 
is by control of exports from the United 
States. One objective of export control 
is conservation of raw materials and 
products for national defense. Very 
early in the defense program the Army 
and Navy Munitions Board was inter- 
ested in this problem, and it still is. It 
communicated constantly with the ex- 
port control, suggesting that we were 
short of this or that supply and that 
therefore the export of specified prod- 
ucts should be either curtailed or com- 
pletely prohibited. 

Then, export control became an effec- 
tive instrument for diverting surpluses 
to friendly nations. It is now a policy 
that where there is a surplus of a given 
material, it shall be earmarked for ex- 
port to a friendly country. There are 
also allocations to specified countries. 
In some cases it is necessary to refer 
the problem to the War Production 
Board in order to establish the question 
of priorities; quotas are fixed for export. 

Another instrument of aggressive war- 
fare is the control of imports into the 
United States. Import control may be 
considered to include preclusive buying 
—the buying up of stocks of raw mate- 
rials in order to prevent them from fall- 
ing into the hands of the enemy. That 
method was used by the British particu- 
larly in eastern Europe before the com- 
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plete taking over of that area by the 
Axis Powers, and it has been used by 
the American Government in South 
America, partly to relieve surplus situa- 
tions, but partly also to prevent essen- 
tial raw materials from falling into the 
hands of the enemy. 

Another factor in economic warfare is 
the control of funds. The funds of 
countries which were occupied by the 
Axis, and then the funds of the Axis 
Powers themselves, were frozen in order 
to prevent funds from falling into the 
hands of the enemy either directly or 
indirectly. 

Closely related to this subject is the 
question of foreign-owned property and 
its control now by the Alien Property 
Custodian. 

Still another form of economic war- 
ware is what we call the “Black List.” 
It is called the “Proclaimed List” by the 
American Government. Its purpose is 
to prevent and regulate trade by the di- 
rect control of the traders themselves. 
Whether those traders are exporters or 
importers or merchants living abroad, 
it prohibits any business with certain 
firms which are on lists published from 
time to time in Washington. 

Economic warfare has continued to 
become more refined. In its early 
stages, before the repeal of the Neu- 
trality Act in the United States, Great 
Britain carried on economic warfare by 
intercepting imports and exports going 
to and from Germany. Control is now 
primarily exercised not only through the 
black list but also through ship war- 
rants. No ship can sail the seas today 
without a ship warrant, and the condi- 
tion under which a ship warrant is is- 
sued is that the ship shall carry goods 
to and from the ports which serve our 
purposes in the war. 

A more direct form of economic war- 
fare is the bombing of industrial areas 
and the sinking of ships. 

All these are measures seeking to de- 


stroy the war potential of the enemy. 
Germany has carried this process of de- 
struction to a refinement which is brutal 
and extremely devastating in the sys- 
tematic spoliation of conquered peoples. 
It is a process which is carried on sys- 
tematically from Berlin by the removal 
of industrial equipment and other prop- 
erty from the controlled areas, and the 
attempt to centralize financial control 
of Europe completely in Berlin. 


ToTAaL Errort NEEDED 


We in the United States are engaged 
in economic warfare, but we are not at 
the present time engaged in total eco- 
nomic warfare. We are still, may I say, 
almost disgustingly comfortable in our 
economic life. We have not yet begun 
to apply totally our economic power to 
this war. At the same time, there is 
some confusion in the administration of 
economic warfare in Washington—some 
division of authority. One form of eco- 
nomic warfare is vested in one depart- 
ment; another in another. As time goes 
on, perhaps this will be corrected. In 
my opinion, economic warfare is essen- 
tially a military function. 

Returning to my first suggestion: to- 
tal economic war soon becomes total 
war, because total war implies a com- 
plete integration of military, naval, and 
air warfare, psychological warfare, and 
economic warfare. 

I am in sympathy with the studies 
and plans which will help us to win the 
peace. Peace may, like war, break out 
at any time, and we must be prepared 
for it. But we shall have no peace to 
win unless we promptly and effectively 
enter the total business of somber, real- 
istic, brutal war. We are fighting with 
powers and with ideologies whose ob- 
ject is total destruction. Our enemies 
believe the state of war to be a normal 
and natural state. Nietzsche once re- 
marked, “Ye say, a good cause will hal- 
low even war? I say unto you, a good 
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war halloweth every cause.” That is 
the point of view with which we are 
dealing. 

Total economic warfare is in the last 
analysis total war itself. The Germans 
call it Wehkrwirtschaft, which is the po- 


litical economy of the permanent mili- 
tary state. At this moment, in my 
opinion, the pressing and almost over- 
whelming problem is the winning of the 
war, without which we cannot win the 
peace. 
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